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OATH OR AFFIRMATION

1, _PERRY STONE , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

STONE SECURITIES CORPORATION . as
of DECEMBER 31 ,20.04 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

e She

Signature

PRESID
s Title

T W
This réport ** contains (check all icabl€ boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

EROEOREEE

O

ugas

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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’Indepen_dent Auditor’s Report

To the Board of Directors of
Stone Securities Corporation
Boston, Massachusetts

-We ‘have audited the accompanymg statement ‘of financial condltlon of Stone Securities
Corporation, (the ‘Company) as of December 31, 2004 and the related statements of income,
changes in stockholders’ equity, and cash flows for the year then ended that you are filing pursuant
to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are the
responsibility of the Company's management. Our responsrbﬂrty is to express an opmlon on these -
financial statements based on our audlt ‘ :

We conducted our audit in accordance with auditing standards generally accepted in the United .

~ States of America. Those standards require that we plan and perform the audit to obtain
- reasonable assurance. about whether the financial statements are free of material misstatement. An

- audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement

' presentat1on We beheve that our audit provides a reasonable basis for our opnnon '

In our opinion, the ﬁnancial statements referred to above present fa1rly, in all material respects, the
financial position of Stone Securities Corporation-as of December 31, 2004, and the results of its
" operations and their cash flows for the year then ended i in conforrmty with accountlng principles
' generally accepted in the United States of Amenca

Our audlt was conducted for the purpose of fonmng an opinion on the ba51c ﬁnanc1al statements

taken as a whole.  The information contained in Schedules I and II is presented for purposes of
~additional analysis and is not a required part of the basic financial statements, but is supplementary
. information required by rule 17a-5 under the Securities Exchange Act of 1934, Such information =
~ has been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated in'all material respects in relatlon to the basic ﬁnancml
statements taken as a whole - :

: J MAM\M,W- ? LLG
* Stephen J. Sissman, - ;o :
Certified Public Accountant

Londonderry, New. Hampshrre |
- February 25, 2005




STONE SECURITIES CORPORATION

STATEMENT OF FINANCIAL CONDITION SR :

DECEMBER 31 2004

S .'_ASS’E_TS_-,;A.

‘ .Cash o
‘ -Recelvable from broker-dealers
: Secunt1es owned '
Marketable at market value -
- " Not readlly marketable securities, at estunated fair value
- .Memberships in exchanges: : X '
Owned at ad]usted cost (market value ST, 500) )
Equ1pment at cost, less’ accumulated deprec1at10n of $49 l40

3 ‘TOtal -Assets )

o B LIABILITIES AND SHAREHOLDERS’ EQUITY .

LIABILITIES : . o
‘ Accounts payable accrued expenses and other 11ab111t1es B

A 'Total»liabilities o

. SHAREHOLDERS EQUITY _
' Common stock, no par value 1000 shares authonzed
. -issued and outstandmg ‘
Add1t1onal pa1d in capltal -
Retamed earnmgs

. _Total s‘ha:eholders"eduity o

" Total liabilites and shareholders” equity

826023
153,768 .

147,444

1,106

1,500 °

5,058’

. $334899

8 77468

" 77.468 .

93,813

163,618 -
057431

$ 334,899

~‘The accompauylugvnotes are an integral part of these financial statements. =~ '




B g STONE SECURITIES CORPORATION
STATEMENT OF INCOME

"FOR THE YEAR ENDED DECEMBER 31, 2004 o

“Revenues ' T T L T R I
" Commissions . . . A L R . $2.233,642

© Net investment gains- (losses) o L L (8,238)
; Interestanddlwdends o S T ST 1,124

oslreveme o 0 322658

Expenses R : R D N
Employee compensatlon and beneﬁts I ‘ Lo 841,292,022
. Comm1ssmns floor brokerage, and. exchange fees =~ R - 238,936
| Commumcanons ‘occupancy, and equlpment rental R ST 32,279
. Other operatmg expenses R T e T 684,255

B -ToltaI 'e'xpenses TR o ) o $‘2,247,‘492 :

“Netf'invc‘ome_(los_s)'f “ “.‘:v"“‘: o ."'f_» IR . 5 520,_964)_

The accompanying notes are-an integral part of ‘these financial statements. -




STONE SECURITIES CORPORATION o

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

FOR THE YEAR ENDED DECEMBER 31 2004

.- Common -

. Additional
. Paidin

Retained

. Stock

:-Balance at Ja.nuaryl 2004 s
: ‘Addltlonal pald in capltal

Net incbmc (loss) L

. Balanc'ev-at__'_l‘)_é‘cember 31;"2004: K AT R -

" The accompanying notes are anintegral part ‘of‘ these financial sta’terﬁents.

. 'Capital

D8 93813

- Earn ings

184582

. (20,964)

Total

$ 278395

o

_(20964).

§ 93813 -

s1ea6ls

$ 257431




STONE SECURITIES CORPORATION
STATEMENT OF CASH FLOWS

" FOR THE YEAR ENDED DECEMBER 3, 2004,

* Cash ﬂows from opevrating activ'ities:" S R T R P
 'Netincome(loss) =~ -~ - ST . $(20,964)
L Ad_]ustments to reconcﬂe net mcome to net cash provrded by operatmg act1v1t1es R o o

Deprecratxon oLl e » IR R 2,057
Unrealized loss on non-marketable secur1t1es SRR EEERS S 2,195

'Increasemdue frombroker-dealers . o o ' L (19,848‘)". -

Increase mmarketable securities - LT T R (6,129) .

. Decreasemvalue of membershlpmexchange TR - . 4,000
L :Decreasemprepmd assets ' T - S R A 2,036
- Increase 'in accounts payable accrued expenses and other 11ab111t1es . S - - v57,-67~9' '

‘j.".Total'.adjuSMents S “ : g - o R - __‘1_1_@
Ne\t_;cashprovidedby operatving_‘acstivities. - ; 3 SR | L L 21,026
o ‘" Cash flows from rnVesting actiVities,:i

| -'Purchase ofc__omputer-equipment' BEEEE B L '(2’045); -

o Cash ﬂows from fmancmg act1v1t1es‘_' o

None L S o ~0

- Net'increase'.incash O T L TP S P S agesr

~ ','_'-rCashatbegmmngoftheyear s I “ : _ "7,~O42"

}Cashat end ofthe}’ear o : L .: . o o . “ ———$ 26;02"3

Supplemental cash flow drsclosures R o | o |
' lnterestpayments S R B LN : R g L
© meometmpamens R i I

Dlsclosure of accountmg pohcy

| For purposes of the statement of cash ﬂows the Company con51ders all hlghly hquxd debt o
instruments purchased with a maturlty of three months or less to be cash equlvalents Money
) market accounts are not con31dered to be cash equlvalents " '

~ The accdmpanying notes_are an integral part of these ﬁnancial statements. .



STONE SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS ' “

| DECEMBER731,;2004 |

‘:N.(‘)TE - -:SIGN"IFICANT ACCOUNTING POLICIES

) Orga atlon

" 'The Company was organrzed as a Massachusetts corporat1on on. October 31, 1991 for the purposef |

- of doing busmess asa broker-dealer n secunnes and prov1der of ﬁnanc1al serv1ces :

"Revenue‘and Exnenses

S Cormmssron revenue and related expenses are recogmzed on the accrual basrs usmg the settlement; o

: _vadate

- Probertv and Equipment

- Property and equlpment are recorded at cost.- The cost of mamtenance and repalrs are charged to k

€Xpense . as incurred. ‘Major unprovements to- property and equipment are capitalized.
'Deprec1at10n 18 computed using the stralght-lme method over the est1mated useful l1ves of the

e ‘:assets Deprec1at10n expense for 2004 was $2 057 T

‘ f"Marketable Securltles '

' ",Marketable secuntles are valued at market cost 1s determmed on the spec1ﬁc 1dent1ﬁcat10n' e
 ‘method,; realized and unrealized gains and- losses are reflected in revenue. Securities transactions - * -
. " of the ‘Company are recorded on a trade date basrs At December 31, 2004 there was an -
o unreahzed loss of $5 463. ' - : |

o Not Readllv Marketable Securmes ‘7_‘

.? Secuntles not read1ly marketable mclude mvestment securltles (a) for Wthh there is no rnarket
on a securities ‘exchange or no. mdependent pubhcly quoted market, (b) that-cannot be publicly
' offered or sold unless registration has been' effected under the Securities Act of 1933, or (¢) that-
. cannot be offered or sold because of other arrangements restrictions, or conditions applicable to
- the secunt1es or to the Company At December 31, 2004 these secuntles at estrmated fair values',
‘ vcon51st of the equ1t1es valued at $l 106 ' ‘ o - ‘

Use ofEstlmates |

The preparatlon of ﬁnancral statements in conforrmty wrth accountmg prmcrples generally accepted ‘
‘in the United States of America requires- management to make estimates and assumptions- that
. affect the reported amount of assets and liabilities as of the date of the financial statements and the

reported amounts of revenues and expenses dunng the reportlng penod Actual results could differ-

from those estlmates



STONE SECURITIES CORPORATION
 NOTES TO FINANCIAL STATEMENTS (Continued) - -
. DECEMBER31,2004

‘ ‘Ex_cl‘l»'a.ngeA Me;ﬁbershins .

. -Exchangév--rhemberships are recorded at cost or, if an other than temporary impairment in value has ~

- mcurfed; at.a value that 'reﬂccts'managerﬁent’"s’f-estimate of the impairment. Management believes - o

. that such impairment in value incurred in 2004, at which time the company wrote down the cost of
its exchange membership.” - o L

 Allowance for Bad Debts

- Thé_ Company ;ﬁohsideré 'aécoui_its 're‘éei\.labl‘e‘t:o "‘be» fully Colleétiblle;"écc'or,dingly,' no allbwan‘i:e\fo'r R
~ doubtful accounts is required. L : o T

| NOTE2- INCOMETAXES

- The company is an S po:pdratioh forﬂfeder»‘al and state income tax purpdseé." 'Accordih:gly,. jfcome
“and 1o'§ses ”ﬂpw-_di:ectly to the'sha:gholders‘, and taxes are paid at that level. . - o

. NOTE3- NETCAPITAL ~

. As a broker dealer, the Company is subJect to the Securities and Exchange Commiission's

" regulations and operating guidelines, which require the Company to maintain a specified amount of -

met capital, ‘as” defined, and a’ratio of aggregate indebtedness to net ‘capital, as derived, not :
" exceeding 15 to 1. The Company's net capital, as computed under-l,';‘15c3}1,“was_$202,_212 at '
“December 31, 2004, which exceeded required net capital of $5,165 by $197,048.. The Rati_o-of :

" aggregate indebtedness to net capital at December 31, 2004, was 3831%.

© NOTE4 COMMITMENTS

~ The Company has entered into an agréefr_xent to acquire research. The Company’s approximate
' minimum commitment for 2004 is $120,000. - . : e I

 NOTES- CONCENTRATION OF CREDIT RISK

" TheCompiany’ is :engaged‘ in various trading and brokerage activities ‘,vwith countérpafties; Tn thfe,_ o

. event counterparties do not fulfill their obligations, the Company may be‘exposed to risk: The
. risk of default depends on the credit worthiness of the counterparty or issuer of theé instrument. It
is-the Company’s policy to review, as necessary, the credit standing of each counterparty with
* which it conducts business. - - L TR o Sl

"~ NOTE 6- - PROFIT SHARING PLAN L . S : o

" The Corporation has a qualified profit sharing' plan that covers- substantially all full-time
employees ‘meeting certain eligibility,,requifements. 'The annual contribution is determined by
the Management and is limited to amounts allowed under p'rovisivons-‘ of the Internal Revenue -
Code. The contributions to the plan were $118,741 for the year ended December 31,2004,




STONE SECURITIES CORPORATION SR

SUPPLEMENTARY SCHEDULES | -

'_ DECEMBER 31, 2004




SCHEDULE I

STONE SECURITIES CORPORATION

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL

PURSUANT TO RULE 15¢3-1.

DECEMBER 31 2004

| | ,AGGREGATE INDEBTEDNEss | I
Accounts payable accrued expenses and other hab111t1es

- TOTAL AGGREGATE INDEBTEDNESS

© NET CAPITAL: | .
* Additional paId n capItal -
Retamed eammgs '

'_‘ ADIUSTMENTS TONETCAPITAL: - e
: ~ Receivable from broker-dealers over thIrty days B
o Furmture & equlpment ‘ :
o 'Membershlpmexchange o :
' Not readily marketable secumtIes at estlmated fa1r value
. Hau‘cuts o ’

- Net eapitai, asdefined

. MINIMUM NET CAPITAL REQUIREMENT

o TNET CAPITAL IN EXCESS OF REQUIREMENT

- RATIo OF AGGREGATE INDEBTEDNESS TONET CAPTIAL_: L

$ 77468

$ 77468

$ o3 813;” |
163,618

C 257431

(29,446)

L5058 - o
S s00)

(1,106)

118 109)

$ 202 212

S siest
§ 197,048

3831%




o STONE SECURITIES CORPORATION

RECONCILIATION OF NET CAPITAL PURSUANT TO RULE 15c3 1

AT DECEMBER 31, 2002

(X-17A-5)

- SCHEDULE I (CONTINUED)

QUARTER ENDED | RS

i g '_ATotal ownership equity from )

statéqient of financial condition -

Deductlons and/or charges

] Total nonallowable assets =
from statement of ﬁnanmal

-~ condition ,
g Hau'cuts on securmes K

Total «deduc_t'ion_‘s; a

et

- FOCUS
"REPORT-‘ o

PART IIA

. COMPUTATION OF NET cmm

s 269,524

56,747

“212777 ¢

49203 s
75447

8 (12,009

o
- 10,565

S as®y

(10565)

- ANNUAL
' FINANCIAL
- STATEMENTS

AT

§ 257431

37,110

18,109 |

s 2212

VIV TR

ossple



SCHEDULE II
‘ STONE SECURITIES CORPORATION
S COMfPUTATION FOR DETERN[[NATION OF o
RESERVE REQUIREI\'[ENTS FOR BROKER-DEALER UNDER N
RULE 15c3-3 Of THE SECURITIES EXCHANGE ACT of 1934 .

DECEMBER 31, 2004

The Company is exempt from the reserve reqmrements of Rule 1503 3 as 1ts transactlons are

" - limited such that they do not handle customer funds or securltles accordmgly, the computatlon for
L detennmatlon of reserve requirements pursuant to- ‘Rule | 15¢3-3 and mformatlon relating to the -

: 'possesswn or control requuement pursuant to Rule 15c3 3 are not apphcable



STEPHEN J. SUSSMAN :
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" 12 PARMENTER ROAD : B LONDONDERR’Y NH 03053 : ‘ TEL. (603) 437-1910
' ’ ) ’ FAX (603) 437-3676

- | Independent Auditor’s Report on Internal
Control Structure Required by SEC Rule 17a-5

Board of Directors
‘Stone Securities Corporation

In planning and performing our audit of the financial statements and supplemental schedules of
Stone Securities Corporation - (the Company), for the year ended December 31, 2004, we
considered its internal control, including control activities for safeguarding securities, in order to"

- determine -our auditing procedures for the purpose of expressing our op1mon on the financial
statements and not to prov1de assurance on the mternal control

: Also as requu'ed by rule l7a-5(g)(l) of the Secuntles and Exchange Commlssmn (SEC) we

~have made a study of the practices and procedures followed by the Company including tests of
such practices and procedures that we considered relevant to the objectives stated in rule 17a-
5(g) in making the penodlc computations ‘of aggregate indebtedness and net capital under rule -
17a-3(a)(11) and for determining compliance with the exemptwe provisions of rule 15¢3-3.
Because the Company does not carry securities accounts for customers or perform custodial

~functions relating to customer securities, we did not review the practlces and procedures
followed by the Company in any of the followmg SR

| l.' Makmg quarterly secuntles exammanons counts venﬁcatlons and cornpansons '
2. Recordatlon of d1fferences requ1red by rule l7a-13

3. Complymg with the requtrements of prompt payment for securities under Section 8 of | :
Federal Reserve Regulanon T of the Board of Governors of the Federal Reserve
System . : : .

The management of the Company is respon31ble for estabhshmg and matntammg mtemal control
“and the practices and procedures referred to in the preceding paragraph. In fulfilling this
-responsibility, estimates and Judgments by management are required to assess the expected
-benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to-

achieve the SEC’s above-mentioned objectives.. Two of the objectives of internal control and the
practices and procedures are to provide management -with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded ‘against loss from °

unauthorized use or disposition and that transactions are executed in accordance with

management’s .authorization and recorded properly to permit preparation of financial statements

in conformity with accounting principles general accepted in the United States of America. Rule

17a-5(g) lists additional objectives of the practices and procedures Jisted in the precedmg :

paragraph



Because of mherent hrmtatlons in 1nterna1 control ot the practlces and procedures referred to.
" above, etror or fraud may occur and not be detected. Also, projection of any evaluation of them

" to future perlods is. subJect to-the risk that they may- ‘become inadequate because of changes in

L condrtlons or that the effectlveness of the1r des1gn and operatron may deterlorate

. Our cons1derat10n of mternal control would ot necessanly drsclose all matters in mternal control o

- that- ‘might be material weaknesses under standards established by the American Institute of
- Certified Public Accountants A matenal weakness is a condition in which design or operation’
of the specrﬁc internal control ccomponents does not reduce to a relatively low level the risk that -
_ error or fraud in amounts that would be material in relation to the ﬁnanc1al statements being - o

.aud1ted may occur and not be detected within a timely period by employees in the normal:course . -

- of performing their- assigned functions.. 'However, we noted no matters 1nvolv1ng the internal -
control,. including control act1v1t1es for safeguardmg secuntres that we consrder to be matenal :

N weaknesses as deﬁned above ‘ : : - .

o N 'We understand that practlces and procedures that accomphsh the ob_]ectlves referred to in the, o
~ . second- paragraph -of this report are considered by the SEC to, be adequate for its. purposes in-~

~ accordance with the Securities- Exchange Act of 1934 and related regulatlons and that practices and -,

- . procedures that do’ not’ accomphsh such obJectwes in"all material respects indicate -a material

o inadequacy for such ‘purposes. Based on this understandmg and -on .our study, we believe the -
~Company’s practtces and procedures were adequate at December 31 2004 to meet the SEC’s .

o B ob3ect1ves

o Thrs report is. mtended solely for mformatron and use of the Board of Dtrectors management the
- Securities and Exchange Commission, The Natlonal Assocrat1on of Secuntles Dealers, Inc. and S

E other regulatory agencies. that rely on. rule 17a-5(g) under the Securities Exchange Act of 1934 in

- “their regulation of registered- brokers and dealers and i is not mtended to be and should not be.' . >

R used by anyone other than these specrﬁed partres o

" Stephen J. Sussman, PLLC B
. Certified Public Accountant .

- Londonderry; New Hampshire -
" February 25, 2005’ '

STEPHEN J SUSSMAN
W@%M o




